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Abstract
The rapid growth in housing demand represents a mammoth task for both the present and
future housing policy in South Africa. Local Government in an effort to address this challenge
has placed a high premium to inner-city regeneration. An important part of this regeneration is
the development of social housing. Since inception the social housing institutions have been
struggling to meet their mandate due to end-user default in rental payment and these calls for
investigation. The problem of default in rental payment by residents of social housing
institutions has reached a crisis point in addressing housing challenge facing the country. Some
of the social housing institutions have reached a point that this tendency might force them to
close down. Hence, this investigation intends to find out the underlying reasons behind the
inability of the end-users in meeting the set obligation in relation to rental payment. This
investigation will be based on a literature review. This finding will be contextualise in
Johannesburg as a case study because this happen to be one of the municipalities with both a
high rate of migration and attendant housing shortage. Affordability, confusion in understanding
the terms and conditions of the rent/lease and culture of entitlement and lack of proper check on
the prospective end-user were found to be one off the reasons why most default in payment.
Added to this is shift in labour practice from permanent to contract appointment as a result
of global economic  meltdown and the pandemic of HIV/Aids. This investigation also finds
out that the social housing sector is to some extent bringing a new lease of life to inner-city
regeneration. For rental housing to be sustainable it is basically meant for people who have
regular income and who can afford to pay as they are based on cost recovery. There is need for
training and proper end-user awareness of the rent/lease terms and conditions so as to create
understanding and avoid default in payment.
Keywords: Social Housing institutions, Rental payment, inner-city regeneration and
Johannesburg.
INTRODUCTION
The housing backlog in South Africa is currently estimated at about 2.7 million households. In
Johannesburg the backlog is gradually increasing. State of Cities Report, 2011). To address the
housing backlog and to meet up  with the increase in demand for housing the then
National Department of Housing (DoH) released its white paper on housing (DoH, 1994), which
set out a new national housing  vision, policy, and strategies. The white paper introduced
four different types  of subsidies,  namely; Project-linked  subsidies, Individual subsidies,
consolidated subsidies and Institutional subsidies. These subsidies with the exception of
Institutional subsidies are argued to have led to peripheral location of settlement where the land
is cheap as compared to location around area of viable economic activities. The implication of
this is that most households have to travel long distances to and from work as well as spending
large portion of their salaries on transportation (Boaden and Karam, 2000; Huchzemeyer,
2003). This has impacted negatively on both the productivity and cost of labour. The absence
of well-located housing for both the low-income earners and medium income earners has created
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fertile new market for the owners of inner-city housing stock and vacant commercial  buildings
(SACN,  2004). The World Bank while returning to South Africa after the political
independence in 1994 argued that South African cities are among the most inefficient in the
World and called restructuring to achieve higher densities and more compact urban development
(Mabin and Smit, 1997). Most households who could not afford to be spending huge amount
of money on transportation from the location where most of these subsidies houses were
located resorted to find a living space within the inner city. Initially, the housing policy placed
too much emphasis on ownership, but it has been recognized that the lack of co-ordinated rental
housing policy is a shortcoming.
One of the available housing typology that is readily available to low and medium income
earners working in or around the city is Social housing units as they are affordable, high
standard and well managed. No sooner had these desperate and stranded urban dwellers
settles down do they start to defaulting in rental payment. This investigation will uncover the
reasons leading to tenants’ defaults on the payment of their rent and provide meaningful solution
and policy options that will improve the system and ensure sustainability of the social
housing institutions in view of  increase  in urban population resulting from immigration.
REVIEW OF LITERATURE
Various studies have been conducted on the rental market in South Africa in the past (Social
Housing Foundation, 2007; Vusani, 2003; DOH, 1999; NHFC, 2002; NHFC, 2003; SSA,
2007). These studies points out that about 1.8  million South African  households in the
middle-to- lower-income groups live in rented accommodation as  opposed to about 5.2
million households that own property. The continued increase in the number of household
seeking accommodation in rental unit has resulted in shortage of rental accommodation and low
vacancy rate especially in the inner-cities. This places enormous pressure on the environment
and socio-economic sustainability of the cities as they attempt to provide goods and services as
well as needed infrastructure (SACN, 2004:10). The problem that causes most concern to
majority of urban dwellers in both developed and developing countries is the problem of finding
an appropriate place to live (Gulger, 1996:122). The popular feeling that prices of shelter of all
kinds have been rising excessively would indicate that housing investment has not been keeping
pace with increase in housing demand (ibid: 122). South African cities are faced with this
challenge but in a unique form linked to the legacy of Apartheid, delayed urbanization and
Political transformation (SACN, 2004:13).
South African cities inherited a dysfunctional urban environment with skewed settlement pattern
that are functional inefficient and costly, and huge service infrastructural backlog in historically
underdeveloped areas. Approximately 58% of South Africans population lives in urban areas
(ibid). t is argued that the rapid rate of urbanization means that housing delivery as it currently
stands, at a pace of about 190,000 houses a year, is insufficient to respond to the demand for
housing in the country (Engineering News, 2004:16). According to the South African
Development Monitor (1997) the new African National Congress led government that
emerged in 1994 was faced with a housing shortage that was estimated at 1.6 million units.
Presently the housing backlog is estimated to be about 2.4 million households (Engineering
News, 2004:16). This has resulted in a concerted effort to address this acute shortage of urban
residential accommodation through the establishment of social housing units. At the launch of
Social housing project in Pietemaitzburg, the then Minister of Local Government, Housing and
Traditional Affairs in KwaZulu Natal expressed these view about social housing “ Today marks
another positive milestone in our concerted effort to implement Breaking New Ground in
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housing delivery and to provide shelter to all our people” (Mabuyakhulu, 2005:1). The
establishment of social housing institutions is one among many programmes of our government
intended to offer housing choices to communities and to ensure access to decent housing,
which restores their dignity. Social Housing according to the Toolkit developed by the Social
Housing Foundation, is “a particular approach to affordable housing whose core intention is to
provide low to moderate income households with an affordable housing option”(SHF, 2002).
The institution also engages with the provision of community development services and
promotes a lifestyle that is conducive for community living (Moss, 2003; 3).
In analyzing types of Social Housing Institutions, Alison (2004:1) noted that there are three
types of Social Housing Institutions: namely;
 Tier 1 Umbrella Institutions that primarily provide property management services, for a
fee, to other, smaller institutions. Their mission tends to be the servicing  of collective
tenant organization.
 Tier 2 Social Housing Institutions that develop, own and manage their own rental
stock without any intermediary association, they deal directly with their tenants.
 Tier 3 Social Housing Institutions that have been established by tenant groups as a
mechanism for acquiring and managing their own housing.
The Tier 2 is very common in South Africa and in analyzing this group pointed out that one of
the most critical challenges that Social Housing Institutions face is high default rate which can
be attributed to loss of employment, HIV/Aids and lack of understanding of the type of tenure.
In furthering this argument Moss (2003) in analyzing Nationaql Housing Finance Corporation
tenant survey in 5 Provinces comprising: Gauteng, Eastern Cape, Western Cape, Free State and
KwaZulu Natal noted that the major reason for default are affordability and lack of end user
information.
SHF (2005) in its annual reports noted that there seems to be an ever increasing list of
reasons but each is isolated: loss of employment/HIV aids/affordability, lack of information and
now attitude towards eviction as some of the reasons for high rate of rental defaults. According
to their findings “payment defaults are a statistical data for large investors but a financial disaster
for small savers” (SHF, 2005: 41). The general perception is that the legal institutions and
processes do not effectively address the issue of default in most social housing institutions.
Hence, the Justice system has come under great attack and criticisms. None of these studies and
investigation has taken cognizance of the prevailing global melt down, high inflationary rate
and increase in job losses, bank reluctance in lending and approving mortgage loans and
HIV/Aids.
METHODOLOGY
This investigation will be based on literature review, review of policy documents and archival
records. These findings will be contextualise in Johannesburg as a case study because this
happens to be one of the municipalities with high rate of migration and attendant housing
shortage. The reason for using case study is because the phenomenon under discussion is a
real life context and will shed light to the need for appropriate mechanism and policy solution to
the rental default in other parts of the country.
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BACKGROUND TO SOUTH AFRICAN HOUSING POLICY
South Africa’s housing policy is based on seven key strategies:
1. Stabilizing the housing environment in order to ensure maximum benefit of state housing
expenditure and facilitate the mobilization of private sector investment.
2. Mobilizing housing credit and private savings (whether by individuals or collectively) at
scale, on a sustainable basis and simultaneously ensuring adequate protection for consumers.
3. Providing  subsidy assistance to disadvantaged households to assist them to gain access
to housing.
4. Supporting  the peoples housing  process entailing a support programme to assist people
who wish to build or organize the building of their homes themselves.
5. Rationalizing institutional capacities in the housing sector within a sustainable long term
institutional framework.
6. Facilitating speedy release and service of land.
7. Co-ordinating and integrating public sector investment and intervention on a multi-
functional basis (Department of Housing, 2000:17)
The cornerstone of the post -1994 housing policy was a new Housing Subsidy Scheme with a
once-off capital subsidy target at  the ‘poorest of the poor’ (Tomlinson,  2006:  88). The
housing subsidy scheme is divided into different categories, namely, project-linked subsidies,
individual subsidies, consolidated subsidies, institutional subsidies, rural subsidies and people’s
housing subsidy.
BREAKING NEW GROUND
This is a comprehensive housing plan for the development of integrated sustainable human
settlement introduced by the government in September 2004 in view of oversight by the
government in promoting the residential property market. It is an approved government
housing programme in the next five years that includes the development of low-cost housing,
medium-density accommodation and rental housing as well as stronger partnership with the
private sector; social infrastructure and amenities. The plan is also aimed at changing the spatial
settlement pattern by building multicultural communities in a non-racial society. Key strategic
priorities are:
1. Restoring and furthering human dignity and citizenship
2. Improve the quality of housing products and environment to ensure asset creation
3.   Ensure a single, efficient formal housing market
4.   Restructure and integrate human settlements.
While the above comprehensive housing programme notes the continued relevance of the
state housing programme introduced in 1994, it flags the need to redirect and enhance various
aspects of policy, and commits the Department of Housing to meeting a range of specific
objectives which is basically the creation of sustainable human settlement (DoH, 2005: 4).
The Government has acknowledged that the development of acceptable and sustainable medium
density rental housing can only be realized through sustainable social housing institutions
and adequate private sector involvement.
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GUIDING PRINCIPLE OF SOCIAL HOUSING POLICY
The social housing policy was approved in June 2005 and adheres to the general principles laid
down in the Housing Act, 1997 (Act 107 of 1997) Part 1 section 2 (DoH, 2005). It will also
comply with relevant section of Rental Act, 1999 ( Act 50 of 1999) and must be read in
conjuction with White paper on housing (1994), the Urban Development Framework (1997),
Social Housing Act, 2008 and National Housing Code. The National Department of Housing
Comprehensive Plan for the Development of Sustainable Human Settlements’ (2004) provides
direction (DoH, 2005: 10).   According to the guidelines the social housing must among other
things:
1. Promote urban restructuring through the social, physical, and economic integration of
housing development into existing areas, likely to be urban or
Inner-city areas.
2. Promote the establishment of well-managed, quality rental housing options for the poor.
3.   Respond to local housing demand
4.  Deliver housing for a range of income groups (including, inter alia, middle income,
emerging middle class, working class and the poor in such a way as to allow social integration
and financial cross subdivision.
5. Support the economic development of low income communities in various ways.
6. Foster the creation of quality living environment for low-income persons.
7.   Encourage the involvement of the private sector where possible.
8. Promote the use of public funds in such a manner that stimulates and facilitate private sector
investment and participation in the social housing sector (Source: Department of Housing,
2005:10)
The social housing policy document also provides room for both the regulatory and capacity
building functions and emphasizes that both are critically necessary for the growth and
development of the sector. Mention is made of ‘Social Housing Regulatory’ Authority (SHRA),
a ‘Social Housing Corporation’ (SHC), and a ‘Social Housing Accreditation Corporation’
(SHAC). The social housing policy has come under spotlight in introducing a unique approach
by mixing regulation and sector grant-making (both capacity building and capital grant) (SHF,
2005:6). This makes the regulatory arrangement on the one hand quite powerful and influential
in directing the sector delivery and growth, but on the other hand introduces a range of conflicts
into the system which will need to be managed (SHF, 2005:7).
SOCIAL HOUSING FINANCING
Funds for the social housing programme and for financing the implementation of the social
housing programme and any relevant provisional housing programme consistent with national
housing policy must be made available from money earmarked for the purpose from the
Department annual budget and money allocated to a province for that purpose in terms of the
annual Division of Revenue Act (Social Housing Bill, 2007:14). The Department of Housing
established the National Housing Finance Corporation (NHFC) as a development finance
institution in 1996, to ensure that every low-and moderate income household gains access to
housing finance. The NHFC’s revenue is derived from interests and service charges for its
wholesale lending and financial services. The NHFC’s mandate has been expanded to enable it
to directly lend to low-and medium-income end users. A new business model for the corporation
has been developed and approved for implementation. By mid-2007, the process to
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operationalise all the components of the model was under way and had been piloted as from
May 2007 through Postbank, with a view to full rollout towards the end of 2007/08. The pilots
were taking place in Johannesburg, Soweto and Pretoria. By September 2006, the NHFC
had achieved R24 million in revenue against a target of R33million, with a profit of R22 million
(Ibid). A number of observations have been raised of the capacity of this institution in
supporting social housing institutions as most of the projects are struggling due to poor
finances. The projects are also funded through Support Programme for Social Housing (SPSH),
a European Commission funded programme that is being run by National Department of
Housing (Social Housing Foundation, 2005:1).
SOCIAL HOUSING AND INNER-CITY REGENERATION
One of the areas that social housing has made significant contribution in the provision of low to
medium density rental accommodation is in the inner-city of Johannesburg. This has given most
residents the opportunity to live and work in the city. These projects were pioneered by
Johannesburg Social Housing Company (JOSHCO), TUHF, AFHCO and other stakeholders
which have resulted in the transformation of most abandoned building in the inner-city and
Newtown into medium density accommodation providing housing access to over 10000 inner
city residents. One of these projects this is called ‘Tribunal Gardens’ is based on the Presidential
Job Summit Housing Programme and was declared open by President Thabo Mbeki on 31st
May 2002 (JHC, 2002). It comprises of 174 family accommodations in one, two and three-
bedroom units. Facilities in the buiding include 24-hour security access control, play areas
and parking facilities. The Johannesburg Housing Company since 1985 have invested R250
million and developed 2 700 homes in 21 buildings, adding a further 8% to the residential stock
of Johannesburg inner city.  This project has provided access to housing to 8000 men, women
and children most of whom now call Johannesburg Housing Company building their ‘Home’.
Other projects includes: the refurbinishing of former derelict Chelsea hotel and has 80
communal units with rent ranging from R675 to R982 per month. The Casa Mia in Berea with
rent ranging from R750 to R3,540; the Raschers located in Loveday street with rent from R613.
The success of the projects has been acclaimed by United Nations Habitat which led to an
Award in 2006 for innovative and sustainable housing solution (The Star, 2006:11). This award
made up of a trophy and prize of R144,500 was presented to the organization at the annual
United Nations celebration of World Habitat Day in Naples, Italy in 2006. This is the first time
that this type of award has been awarded to South African housing institution and shows that the
institution is playing a significant role in inner-city regeneration. Not only is Johannesburg
Housing  Company one of the largest residential landlords in the inner city, but its
contribution to the city’s coffers for rates and utilities stands out not only for its size, but
because what were once non-paying, derelict properties are now productive contributors to the
city’s revenues.
According to latest South African Property Owners Association figures show the vacancy
rate in Johannesburg’s inner city had dropped to 10% - its lowest ever since 1990s (Sunday
Times, 2008). This is also due to Urban Renewal Tax Incentives announced in 2003 and
implemented in Johannesburg and Cape Town in 2004. Many big businesses are now expanding
their presence in the inner city and most of the previously abandoned and empty office blocks
are being converted to middle class homes (Ibid, 2008). Johannesburg has enjoyed the biggest
investment in its inner-city centre totaling R5-billion sine October 2004. According to the CEO
of Joshco Rory Gallocher “The inner-city space must be controlled and managed. Order and
liveability can replace chaos and discomfort through basic manangement. We are not trying to
revive the past, but trying to manage the present and invent the future (Housing in South Africa,
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2012:1).
Inspite of this success story one of the key challenges that this institutions encounter is the
problem of default in payment by residents and the long process it takes to obtain court
injunction to evict or compel them to pay. This is one of the problems that contributed to the
collapse of Cope Housing Association an NGO that develops and manages low-income
housing cooperatives. This social housing institution was owed R1.4 million in areas for three
years (Mail &  Guardian, 2003:13). These institutions are in business and the viability
depends on its ability to recover costs through rental repayment, which ranges from R1, 500 –
R3, 500 for one and two bedroom apartment.
CONCLUSION AND RECOMMENDATIONS
This research has shown the important role that social housing institutions can play in inner- city
regeneration and revitalization. This can only be sustainable with appropriate finance and the
ability of the social housing institutions to manage its projects through strengthened capacity and
by building strong stakeholders’ engagement. Social housing has shown that it can be able to
address concerns around urban regeneration and improve housing densities. It clearly contributes
to sustainable development, especially when location, integration, viability and sustainability are
carefully considered. One of the peculiar problems the Social Housing Institutions faces is the
uncertainty in the policy environment and constant changes in priorities. The institution suffers
from risk in procuring land and building at reasonable prices for long term benefit of low
income earner. It is recommended for increase in capacity in the management of Social housing
stock and the incorporation of corporate governance policy which must address seriously risk
management and risk strategy to avert the increasing problem of default. There  is also the
need for proper communication and thorough explanation of the content of the lease
agreement to residents and strict enforcement for adherence. Social housing institutions must at
all times function in compliance within the provisions  of social  housing programme and
guidelines and always  inform  residents  on consumer rights and obligations. There is need for
municipalities to facilitate social housing delivery in its area of jurisdiction and to be able to
mediate in cases of conflict whenever it is required
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